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and know of his beloved position in his
community and church and family, and
I personally acknowledge what he has
meant to me and meant to our State.

Mr. Speaker, I rise today to talk on
another subject as well. I rise just 6
days after we celebrated Independence
Day to call attention to the plight of
our Nation’s black and minority farm-
ers, small business people, who con-
tinue to struggle for their own inde-
pendence against the forces of institu-
tionalized discrimination at the hand
of field offices of the United States De-
partment of Agriculture, despite mod-
est gains in some recent legislative and
legal victories.

Only days before we celebrated July
4, a group of 150 black farmers felt it
necessary to stage a sit-in in a regional
office of the Department of Agriculture
to protest the continued discrimina-
tion practices used by Federal employ-
ees to deny them a Federal farm loan.

This follows on the settlement of a
class action lawsuit in 1999 which all of
us thought would bring remedies. That
was a consent decree in which the gov-
ernment agreed to stop these practices
and the court provided relief in the
way of priorities and loans, and agreed
to pay $50,000 where there were acts of
discrimination proven, and to provide
other assistance.

But many who have applied for this
relief have been denied, and the con-
sent decree expires in 2 years. The gov-
ernment has paid more than half a bil-
lion dollars to farmers, while denying
and refusing to assist many of the
original plaintiffs. There is not a con-
sistency in the application of the re-
lief. So many of the farmers are finding
this consent decree to be an empty vic-
tory or remedy that has no value to
them whatsoever.

In a recent ruling by the U.S. Appel-
late Court in Washington, D.C., Pigford
v. Ann Veneman, the Court clearly
stated that the farmers had suffered a
double betrayal, first by the Depart-
ment of Agriculture and then by their
own lawyers.

The protest by black farmers in the
State of Tennessee demonstrates that
the Department of Agriculture con-
tinues to ignore minority farmers who
are small and disadvantaged. Secretary
Veneman’s response, to establish a
high-level review of the issues within
the department and to meet personally
with these minority farmers, is indeed
a positive step. However, there have
been numerous studies, regulatory re-
views, adjudication by the courts, and
legislative direction by this Congress.
The patterns of discrimination have
been documented. The courts have de-
creed remedies. Congress has enacted
specific reform, and it is past time for
the Department of Agriculture to act
and end discrimination.

The Committee on Agriculture com-
mitted here on the floor to hold hear-
ings where they will examine the issues
of black farmers. The committee is
considering a full hearing in Sep-
tember.
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The recent legislative victories for
civil rights within the farm bill must
be implemented immediately to ensure
that past and present practices of dis-
crimination and denials are prevented
and corrected.

Those victories included: An Assist-
ant Secretary for Civil Rights at
USDA; language that requires the Sec-
retary of Agriculture to document and
to track program participation for mi-
nority farmers; and also the county
committee elections be open and fair,
and where there is not minority par-
ticipation, there would be.

Mr. Speaker, I call on Congress in-
deed to pass the resources necessary
for these funds, and I call on the ad-
ministration to implement these poli-
cies so we can end discrimination and
act in good faith for these small farm-
ers who are struggling to make a living
for themselves.

———

CORPORATE REFORM NEEDED

The SPEAKER pro tempore. Under
the Speaker’s announced policy of Jan-
uary 3, 2001, the gentleman from New
York (Mr. LAFALCE) is recognized for
60 minutes as the designee of the mi-
nority leader.

Mr. LAFALCE. Mr. Speaker, this
morning I was very pleased to join with
the gentleman from Missouri (Mr. GEP-
HARDT) and other Members to file a pe-
tition for discharge of H.R. 3818, the
Comprehensive Investor Protection Act
of 2002. I introduced this bill in Feb-
ruary. When I introduced it, I wanted
to provide a serious and credible alter-
native to a very weak industry-drafted,
industry-driven bill that had been in-
troduced by the Republicans. I later in-
troduced another bill basically codi-
fying the concept of President Bush’s
own 10-point plan on corporate respon-
sibility.

As I discussed at the press conference
this morning, at every single point in
the debate, whether it was in the House
Committee on Financial Services,
whether it was in the House Committee
on Rules, or whether it was on the floor
of the House of Representatives, I
sought to offer the provisions of my
bills as amendments to the Republican
initiative so we could strengthen the
oversight of accountants, so we could
make auditors more independent, so we
could improve corporate governance,
so we could hold executives responsible
for the financial statements their com-
panies issue, and many other abso-
lutely necessary improvements.

On every single issue, on every single
occasion, President Bush said no and
the Republicans voted no. They op-
posed even the provisions of my bills
that sought to codify President Bush’s
own proposals. They voted against
them on the floor of this House. In-
stead of producing a strong bill that
could set the terms of debate for the
Senate, the House instead produced a
very weak bill, a cosmetic bill, that
delegated major issues of accounting
industry reform and corporate govern-
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ance reform to the SEC. Basically,
they codified the status quo.

Let me give some specifics. The Re-
publican bill allowed the SEC to des-
ignate an accounting oversight board.
But it did nothing to define the powers
and duties of that board created under
the bill, ensuring that it would be at
best a weak institution without the au-
thority to stand up to the accounting
industry. Further, it did not specify
the nature of the membership of that
board. It is not just what powers the
board has, it is who is going to serve on
the board. Will they be zealots for in-
vestor protection? Or will they be pro-
tecting corporate America rather than
the private individual investor?

The Republican bill also failed to ad-
dress the conflicts faced by auditors in
a meaningful way, allowing auditors to
continue to provide the same con-
sulting services that they do today.
The Republican bill did nothing to en-
able the SEC to effectively bar guilty
officers and directors from serving at
other public companies because it pre-
served and codified the high burden of
proof that even the SEC has said
makes it virtually impossible to bar of-
ficers and directors even in the case of
criminal misconduct.

The Republican bill prescribes stud-
ies, not legislative action, on issue
after issue, even on whether corporate
executives responsible for accounting
fraud should be required to forfeit their
bonuses and stock sale profits and
whether the ties between analysts and
investment banking should be re-
stricted. We do not need to study that
issue, we need to bar those conflicts.

At the time that the Republican bill
passed, there was already a clear need
for strong and reasoned legislation to
protect workers and shareholders, but
the House Republicans squandered that
opportunity. While the House Repub-
licans blocked any improvements to
legislation in the House, and while the
House Republicans voted against my
substitute, while the House Repub-
licans voted against my motion to re-
commit with instructions to report out
stronger legislation, I was nevertheless
gratified that at the very least our ef-
forts, our bill, provided a model for
Senator SARBANES as he developed his
legislation now being considered by the
Senate.

Unlike the House Republican bill,
Senator SARBANES’ bill provides for a
strong accounting oversight board and
significantly enhances auditor inde-
pendence by limiting the consulting
services auditors can provide to their
audit clients and improving corporate
governance. He has brought that bill to
the floor of the Senate with strong bi-
partisan support and strong bipartisan
cooperation I wish we had in this
House.
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As the Senate continues the debate
on the Sarbanes bill, however, I have
been dismayed to note that the admin-
istration continues to resist strong leg-
islation, and particularly continues to
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resist the creation of strong oversight
for auditors of public companies. While
the administration complains that the
new organization may duplicate the ef-
forts of the SEC, they continue to re-
sist providing the SEC with the fund-
ing necessary for it to perform these
functions itself. Moreover, they ignore
the comprehensive authority provided
to the SEC over the new oversight
board.

Despite the administration’s protes-
tations, there is no reason to expect
that the new board will not be able to
work with the SEC in the same manner
that the securities’ self-regulatory or-
ganizations do at the present.

The administration and House Re-
publicans must recognize what most
Senate Republicans and even corporate
leaders have already recognized, that
the need for strong legislation that will
restore the confidence of investors in
our markets and public companies is
urgent. I look forward to working with
each and every one of my colleagues in
the House or Senate on either side of
the aisle and with the administration
to produce a legislative product that
can restore the integrity of our finan-
cial reporting system and our markets,
that can provide the confidence needed
to let our economy recover from the se-
rious blows it has already been dealt;
and I extend my hand to anyone who
wants to work with me in that effort.

Mr. Speaker, I yield to the gentle-
woman from California (Ms. LEE).

(Ms. LEE asked and was given per-
mission to revise and extend her re-
marks, and include extraneous mate-
rial.)

Ms. LEE. Mr. Speaker, I thank the
gentleman from New York for yielding
and for his leadership on this and so
many issues that we face and address
in this House.

As the gentleman from New York
(Mr. LAFALCE) has indicated, we are
facing a crisis of confidence in this
country, a crisis in corporate America.
In the last 9 months we have seen
major corporation after major corpora-
tion fall because of greed, fraud and
mismanagement. From Enron to Glob-
al Crossing to WorldCom, the failures
of these businesses mean that millions
of Americans are hurt. Workers lose
their jobs, investors lose their profits
in the stock market, retirees lose their
pensions. It seems that we have a cul-
ture, really, of deceit in the corporate
world.

From what we have learned recently,
there apparently is collusion often-
times between the corporation, the
auditors and the analysts, who at the
very least turn a blind eye to misdeeds
and at most are really committing se-
rious crimes that are defrauding the
public, the government and investors.

What message are we really sending
to the rest of the world when we in the
United States so often criticize them
for their corporate corruption? At the
same time people are losing their jobs
and life savings, greedy executives are
managing not only to survive, but to
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flourish. They are taking huge bonuses
and, in some cases, even hundreds of
millions of dollars in loans, while the
rest of their workers are being forced
out with nothing. This is just down-
right criminal.

The corporations themselves are
committing fraud by engaging in cre-
ative accounting. The auditors, such as
Arthur Andersen, who are entrusted
with ensuring the financial stability of
these businesses, are really turning a
blind eye to this fraud because of con-
flicts of interest between their auditing
and consulting functions. And Wall
Street analysts are compromising their
integrity by recommending their cus-
tomers buy stocks even when they
have information that the companies
are not in good shape because of their
own conflict of interest between invest-
ment banking and analyst functions.

We must pass true accounting re-
form. In April, the House of Represent-
atives passed really a sham accounting
bill, H.R. 3763, the so-called Corporate
and Auditing Accountability and Re-
sponsibility Act. This Republican cor-
porate cover, that is what it is, this
legislation does nothing to protect em-
ployees and investors. It allows cor-
porate auditors to continue to perform
both accounting and consulting func-
tions. It does not hold corporate
wrongdoers accountable if they know-
ingly release misleading financial
statements. It does not increase over-
sight of the accounting industry.

We need to support the bill of the
gentleman from New York (Mr. LA-
FALCE), which would, among other
things, ban auditors from consulting
services that create conflicts of inter-
est.

Just this week, the Committee on Fi-
nancial Services, on which I serve, held
a hearing on the issue of the WorldCom
failure. I was shocked, quite frankly
shocked, to witness the total disregard
for our oversight responsibility by the
former CEO, Bernard Ebbers, and the
former CFO, Scott Sullivan. Their con-
sistent invoking of the Fifth Amend-
ment did not allow for much insight
into what happened. Their reluctance
to provide our committee with nec-
essary information so that we could be
better prepared to put into place stat-
utes to ensure corporate accountability
was very, very disturbing.

What more are they hiding? We know
that Mr. Ebbers received a $400 million
loan, which he has not repaid, from
WorldCom because of some bad invest-
ments he made. When he became sub-
ject to market calls, instead of selling
his WorldCom stock, which he report-
edly used as collateral, he went to his
company and asked for loans so it
would not look bad that the CEO was
dumping tens of hundreds of millions of
dollars of company stock.

When a working parent wants to send
their child to college, they cannot go
to their boss and expect a handout to
cover the cost. When an adult child
needs help to help their parents buy
prescription drugs, their employer does
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not hand them thousands of dollars.
When a family member gets in an acci-
dent and runs up thousands in medical
costs and they end up in bankruptcy,
they are unable to secure loans from
their employer. Most ordinary working
people do not have access to loans from
their employer, let alone over $400 mil-
lion in loans, and CEOs really should
not either. We need to prevent CEOs
and other top executives from securing
huge loans from their own companies
to bail them out of bad investments.

Many corporations are using offshore
locations, including those in the Carib-
bean, to avoid paying United States
Federal income taxes. Allowing U.S.
corporations to avoid their tax liabil-
ity is not only unfair, but also contrib-
utes to our deficit. I have cosponsored,
along with many, H.R. 3884, the Cor-
porate Patriot Enforcement Act, which
prevents corporations from avoiding
U.S. income taxes by reincorporating
in a foreign country.

Now what about corporate ethics? Isn’t
there a moral or ethical code in the business
world? Shouldn’t there be? We heard at the
WorldCom hearing about a “close personal re-
lationship” the chief analyst at Salomon Smith
Barney, Mr. Jack Grubman, had with former
WorldCom CEO Bernard Ebbers. | asked Mr.
Grubman if his relationship with Mr. Ebbers
was a working relationship as he stated, or a
personal relationship as had been reported.
He danced around his answer.

At this week’s hearing, Representative JAY
INSLEE from Washington asked the witnesses
very pointedly about whether it was time to
punish corporate criminals the same way peo-
ple convicted of drug offenses are. | have al-
ways been opposed to mandatory minimums
for drug offenses, which mostly affect low-in-
come, urban minorities. However, if we are to
be tough on crime, why don’t we pass manda-
tory ten-year prison sentences for those con-
victed of fraud and other corporate crimes for
the mostly upper-income executives? Presi-
dent Bush yesterday called for a doubling of
maximum sentences—but what about strong
minimum sentences? This President supports
mandatory minimums for those convicted of
drug offenses and he should support them for
corporate criminals who defraud their corpora-
tions and our Nation.

As a member of the International Relations
Committee, | participated in a hearing on inter-
national corruption and how U.S. companies
were harmed when unfair practices were prev-
alent in other nations. Our then-Chairman and
Ranking Member both talked about how cor-
ruption “undermines the basis of growth and
stability,” “deters investment,” ‘“demoralizes
entrepreneurs and ordinary citizens who de-
serve good government.” They also testified
about how in Asia and Africa, “democracies
are threatened by corrupt practices of the gov-
ernment.” | would argue that the United States
is facing such a problem today. We must also
clean our own house. One last quote from the
2000 hearing was: “If we believe in democ-
racy, and we want to build a system where the
world has faith in its elected leaders, we need
to make sure that we get rid of corruption.” |
for one want to have faith in the elected lead-
ers in this Nation, starting at the top—Presi-
dent Bush and Vice President CHENEY.

The American people must be able to trust
the leadership in this country—the leaders of
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major corporations which are so important to
our economy, but also to our political leader-
ship. We know that last year, President Bush
authorized his energy task force, headed by
Vice President CHENEY, with participation by
Kenneth Lay, the former Enron CEO. In my
home state of California, we know that there
was manipulation of rates in the energy mar-
ket and all signs point to Enron. The question
remains what role the Bush Administration—
both the President and Vice President—may
have played in the California energy crisis as
a result of their close relationship with Enron
and its CEO.

More recently, we have discovered that
President Bush, while serving on the auditing
committee and Board of Directors for Harken
Energy Corporation in 1990, sold over
200,000 shares of that company’s stock just 2
months before it announced losses. That stock
subsequently lost ¥4 of its value by the end of
that year—well after George W. Bush was in-
formed that there was a cash “crisis” at Hark-
en. In addition, President Bush neglected to
report this transaction with the SEC until al-
most a year later, a violation of SEC rules,
stating the SEC “lost” the file, although the
SEC stated in 1991 that it never received it.

We, as elected officials, need to set a good
example. | hope that President Bush and Vice
President CHENEY will be forthcoming with the
details of these disturbing incidents.

However, instead of coming clean with the
details of these irregularities, the Bush-Cheney
team seems to be more intent on offering its
“Corporate Protection Plan.” At yesterday’s
press conference, the President announced a
weak plan for corporate responsibility. We
need to make clear how his plan falls far short
of what's needed to reform the inherent flaws
in our capitalist system, which seems to be
exacerbating corporate fraud and crime.

President Bush asked for $100 million addi-
tional dollars for the SEC. However, the
House already passed a bipartisan bill pro-
viding an extra $195 million above that
amount for the SEC. This includes over $70
million for pay parity so that the SEC can at-
tract and retain qualified investigators to look
into this corporate crime.

The President also asked for doubling the
maximum jail sentence for corporate offend-
ers—from 5 to 10 years—but only for mail and
wire fraud, not for securities fraud. This is sim-
ply not enough. We need systemic change to
prevent the crimes. An ounce of prevention is
worth a pound of cure.

| call on the President to put some teeth into
his proposal.

The American public needs to be able to
count on their political leadership and corpora-
tions to be honest. Workers must have faith in
their companies for their livelihood. Stock-
holders must have faith in the companies they
invest their hard-earned money in. And retir-
ees must have faith in the companies their
pensions are invested in. We need true re-
forms. Let's restore the faith of the public.
Let’s end this corporate corruption now!

Mr. LAFALCE. Mr. Speaker, I yield
to the gentleman from North Dakota
(Mr. POMEROY).

Mr. POMEROY. I thank the gen-
tleman for yielding.

Mr. Speaker, obviously in light of the
financial mismanagement of some of
the major corporations of this country
and the investor losses we have seen,
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this Congress has got a lot of work to
do. Thank goodness we have our rank-
ing member, the gentleman from New
York (Mr. LAFALCE), still at the helm
of the minority in the Committee on
Financial Services as we undertake
these difficult challenges.

We are called a nation of investors in
light of the broad participation of pri-
vate retirement dollars in the stock
market. What that means is, as you
look at the Enrons, as you look at the
WorldComs, as you look at the other
failed corporations due to executive
mismanagement, we are a nation of fi-
nancial losers because we have not had
adequate protections in place to pro-
tect the investing public. And some-
thing needs to be done.

Let us take a look at the dollars lost.
Today’s Washington Post headline,
“Workers’ 401(k)s Lost $1.1 Billion” on
the misstatement of liability with
WorldCom and the attendant
misstatement of their stock price.

Their egregious accounting practices
have impacted retirement income port-
folios across the Nation. Accumulated
losses from this one company will im-
pact holdings in State pension funds
from Maryland to California in the
amount of $52 million. Government
workers and retirees in my home State
of North Dakota held $350,000 worth of
WorldCom stocks and bonds and $2.5
million in their pension fund.

What all of this means is that the
failed private-sector checks and bal-
ances have caused a lot of damage to
workers’ retirement accounts, money
they are counting on for their income
security in retirement years. We need
to fix it.

One area that I would hope this Con-
gress addresses in particular involves
having company financial balance
sheets reflect the stock options that
they have awarded by posting the li-
ability. I believe presently you have an
awful lot more out there in terms of
potential liability and stock dilution
impact than is reflected on the balance
sheet, and I would urge this Congress
to consider carefully the words of
Chairman Alan Greenspan, former SEC
Commissioner, Arthur Levitt, as we ad-
dress the stock options issue.

In conclusion, I would say that it is
extraordinarily important that we
have the leadership of the gentleman
from New York (Mr. LAFALCE) and oth-
ers as we restore worker protections.
Our pension dollars are at stake. We
have to have greater accountability.

Mr. LAFALCE. Mr. Speaker, I yield
to the gentlewoman from Wisconsin
(Ms. BALDWIN).

Ms. BALDWIN. Mr. Speaker, there is
a crisis in America. People are out of
work and are worried about losing
their jobs.

In Wisconsin, I hear from the fami-
lies that I represent. Wisconsin fami-
lies’ investments, college funds and re-
tirement savings have been losing
money for almost 2 years now. Without
action to shore up the confidence of the
American public, our faith in the stock
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market will be shattered and, along
with it, the backbone of our country’s
financial system.

This crisis is rooted in one thing, and
that is greed, the greed of the cor-
porate CEOs that cooked their books,
falsely reported earnings, exercised
stock options and, when the bubble
burst, walked away with millions in
guaranteed salary payments and bo-
nuses.

But the crisis goes deeper than a
dozen CEOs and the crooked account-
ing firms that are hoping to pad their
pockets. It stretches right into the
halls of Congress and the Oval Office,
where corporate CEOs have sought to
roll back investor protection legisla-
tion and gain access to the Social Se-
curity funds.

WorldCom’s recent announcement
that it had overstated company profits
by $3.8 billion over the last five quar-
ters gives it the dubious distinction of
being the largest case of false cor-
porate bookkeeping, or, simply put,
fraud. Companies like Enron, Rite Aid,
Merck, Tyco International, Global
Crossing and Adelphia Communica-
tions are currently under investigation
for a variety of reasons, such as insider
trading, avoiding taxes and using
fraudulent accounting practices, as
Enron did.

I believe that we have come to the
point where Congress and the adminis-
tration must come together and take
swift action to stop the corporate
abuses that have infected our country.

The enormity of the Enron collapse
alone sent shock waves throughout our
economy. In Wisconsin, the Public Em-
ployee Retirement System lost an esti-
mated $40 million in stock and $38 mil-
lion in bonds because of Enron’s illegal
actions. The WorldCom debacle is esti-
mated to have cost the Wisconsin Pub-
lic Employees Retirement System $29
million through the sale of WorldCom
bonds.

Nearly half a million current or
former employees of Wisconsin State
agencies, school districts and local
governments participate in the Wis-
consin retirement system, which is
also the tenth largest public pension
fund in the United States. This does
not even begin to account for the mil-
lions of Americans, and you know that
52 percent of Americans are stock-
holders, and the institutions that in-
vested retirement savings in Enron or
WorldCom or any of the numerous
other companies who have cooked their
books to show false profits or hide
their debt.
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While most corporate abuse has hit
individual and institutional investors
the hardest so far, I think it is impor-
tant to realize that the same corpora-
tions that are under investigation have
had a tremendous amount of influence
in government and, essentially, over
the very policies that matter to people
most. In fact, just one week before the
revelation by WorldCom of their finan-
cial impropriety, they were handing
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over $100,000 for a dinner featuring
President Bush and benefiting the Na-
tional Republican Congressional Com-
mittee and the National Republican
Senatorial committee. That makes me
question will these same officials real-
ly go after these CEOs and accounting
companies and also pass legislation
that will prevent future Enrons and
WorldComs.

Mr. Speaker, it is time for account-
ability; it is time for the administra-
tion and the Republicans in Congress
to say to their traditional base of big
business and corporate CEOs, ‘‘Enough
is enough.”

There is a crisis in America. People are out
of work or are worried about losing their jobs.
In Wisconsin, | hear from the families that |
represent. Wisconsin families’ investments,
college funds, and retirement savings have
been losing money for almost two years now.
Without action, to shore up the confidence of
the American public, our faith in the stock
market will be shattered and along with it, the
backbone of our country’s financial system.

This crisis is rooted in one thing—greed.
The greed of the corporate CEOs that cooked
their books, falsely reported earnings, exer-
cised stock options, and when the bubble
burst, walked away with millions in guaranteed
salary payments and bonuses. But this crisis
goes deeper than a dozen CEOs and crooked
accounting firms hoping to paid their pockets.
It stretches right into the halls of Congress
and the Oval office, where corporate CEOs
have sought to roll back investor protection
legislation, and gain access to Social Security
funds.

WorldCom’s recent announcement that it
had overstated company profits by more than
$3.8 billion over the last five quarters, gives it
the dubious distinction of being the largest
case of false corporate bookkeeping, or simply
put, fraud. Companies like Enron, Rite Aid,
Merck, Tyco International, Global Crossing,
ImClone, and Adelphia Communications are
currently under investigation for a variety of
reasons such as, insider trading, avoiding
taxes, and using fraudulent accounting prac-
tices as Enron did. | believe we have come to
the point where Congress and the Administra-
tion must come together and take swift action
to stop the corporate abuses that have in-
fected our country.

The enormity of Enron’s collapse alone sent
shock waves through our economy. In Wis-
consin, the public employee retirement system
lost an estimated $40 million in stock and $38
million in bonds because of Enron’s illegal ac-
tions. The WorldCom debacle is estimated to
have cost the Wisconsin public employee re-
tirement system $29 million through the sale
of WorldCom bonds. Nearly half a million cur-
rent or former employees of Wisconsin state
agencies, school districts and local govern-
ments participate in the Wisconsin retirement
system, which is also the tenth largest public
pension fund in the United States. This
doesn’t even begin to account for the millions
of Americans (you know, 52 percent of us are
stockholders) and institutions that invested re-
tirement savings in Enron or WorldCom, or
any of the numerous other companies who
have cooked their books to show false profits
or hide costs and debt.

Perhaps the biggest accomplishment for
corporate America this year was during the
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debate of passage of an economic stimulus
bill. Their provision in this bill was so shocking
it is a moment that | will not be able to forget
for a long, long time. Our country was lan-
guishing in recession, and every day | heard
from friends, neighbors, and constituents who
said they were experiencing trauma in our
struggling economy. They told me how impor-
tant extending unemployment benefits would
be in helping them to meet the next month’'s
mortgage payment and keeping food on the
table. At the time, no one knew how long our
economic downturn would last; the genuine
fear they expressed to me is something I'll
never forget.

During this debate, the House leadership re-
fused to consider a bill that would extend un-
employment benefits for an additional 13
weeks. | urged the House to follow the State
of Wisconsin's lead and pass a bill to extend
unemployment benefits so displaced workers
would have more time to get back on their feet
and look for another job. Instead, the leader-
ship put the concerns of huge corporations
first. Valuable time was wasted as the House
passed three bills that the Senate refused to
consider because they centered on giving
huge corporations millions of dollars in tax
breaks instead of helping those who needed
immediate relief. The bills included a provision
that would have given energy-trading giant,
Enron, a tax rebate check worth more than
$250 million—even though the corporation
hadn't paid taxes in 4 out of the last 5 years.

It is time to return the confidence that inves-
tors once had. It is time to make corporate
CEOs pay for their crimes and serve time for
their crimes while strengthening the oversight
ability of Congress and the Securities and Ex-
change Commission (SEC) so that we never
again have to hear tale of illegal accounting
practices and massive CEO payouts. It is time
that the rest of Congress stand with me and
my Democratic colleagues and return investor
confidence to the free market system.

Mr. LAFALCE. Mr. Speaker, I thank
the gentlewoman for her great com-
ments. I now call upon the distin-
guished gentleman from Texas (Mr.
BENTSEN).

Mr. BENTSEN. Mr. Speaker, let me
thank the ranking member of the Com-
mittee on Financial Services for call-
ing this Special Order. The gentleman
has been on point on the subject of the
crisis of confidence that we have in our
public markets long before many, and
he needs to be commended for that. He
has worked diligently to craft legisla-
tion that would go a long way towards
restoring that confidence.

I must say, it was somewhat ironic
that yesterday, when the President ad-
dressed the luncheon in New York and
outlined his proposals, that a large
number of the proposals he outlined
were those that the gentleman from
New York himself had outlined and had
proposed in our committee back in
April, almost I guess every one, every
single one, which had been voted down,
unfortunately, mostly on a party line
vote. But as things go on, just as some
of the executives from WorldCom, the
ones who did testify before our com-
mittee the other day, said that hind-
sight is really 20-20 vision and, as some
of them said then, that they would not

H4481

have voted to give the loans to the CEO
that they did a year earlier, it now ap-
pears that some of our friends on the
other side of the aisle have determined
that some of the ideas of the gen-
tleman from New York (Mr. LAFALCE)
are worthy of consideration. So we are
glad that he has received that recogni-
tion.

Mr. Speaker, we do have a crisis of
confidence in our markets. The United
States has the most efficient market
system in the world. Yet it is a system
that operates through transparency; it
is a system that operates through
rules, rules which have to be followed.
What has occurred, unfortunately, over
the last several years, is that execu-
tives have come to the conclusion that
they do not always have to follow
those rules, whether it is trying to
meet earnings targets or revenue tar-
gets, or whether it is trying to increase
the value of stock because of stock op-
tions that they own to increase the
amount of revenues that they will per-
sonally earn. The fact is that we have
ended up with very lax accounting,
very lax standards; and as a result of
that, in large part, investors have seen
more than $7 trillion of value wiped
out.

In fact, as of the close of the markets
today, the S&P index is now back
below where it was in 1997. Last week,
the NASDAQ gave everything back to
1997, and the Dow Jones closed today
below 9,000 for the first time since Oc-
tober in the aftermath of the attacks
on 9-11. More than $30 billion of foreign
investment in the United States, which
helps fuel our current account deficit,
has been pulled out of the U.S. mar-
kets, not because there is necessarily
more value in investing in Europe and
Asia so much as investors no longer
feel confident with the information
that they are being provided of invest-
ments in the United States.

Mr. Speaker, this is a tragedy for the
history of American capitalism; and
until such time as our government
speaks with one voice concerning cor-
porate governance, concerning true
independent auditing standards, this
crisis of confidence will not evaporate,
it will not go away.

Now, the House passed a bill in April,
and it was a first step; but, quite frank-
ly, it came up too short. The Senate,
the other body, is working on a bill
which may have things that Members
do not completely agree with, but it is
a step more in the right direction. It
would be helpful, it would be helpful if
the executive branch would begin to
speak more forcefully on this issue. It
would be helpful if the executive
branch, which again, as I stated at the
outset, has started to come around,
perhaps a latter-day conversion, would
speak more clearly about what stand-
ards it would have for establishing
oversight of the auditing.

As the gentleman from New York
will recall and the gentleman from
Pennsylvania who was there the other
day, we had the lead auditor, inde-
pendent auditor for WorldCom and we
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asked him repeatedly, how come you
did not find the overstatements of
earnings and the fact that expenses
were capitalized that should not have
been capitalized? You are the auditor.
You look at the books that are given to
you by the CFO. And he said, well, we
just take the numbers that are given to
us. We do not actually look at them;
we look at the system to see if they
work.

If we do not pass significant legisla-
tion to restore confidence in the mar-
kets, our economy will continue to suf-
fer from this malaise. The burden is
now on the House, along with the other
body and the executive branch, to
speak with one voice to restore con-
fidence to the markets, to ensure that
we can have sufficient economic
growth in our economy.

I commend the gentleman from New
York for putting on this Special Order.

Mr. LAFALCE. Mr. Speaker, I thank
the gentleman from Texas. Let me now
yield to the gentleman from Illinois
(Mr. DAVIS).

Mr. DAVIS of Illinois. Mr. Speaker, 1
want to thank the gentleman from New
York for yielding and for his out-
standing leadership on this important
issue.

Before Enron Corporation’s bank-
ruptcy filing in December of 2001, all of
us knew that the firm was widely re-
garded as one of the most innovative,
fastest-growing, and best-managed
businesses in the United States. With
the swift collapse, shareholders, includ-
ing thousands of Enron workers who
held company stock in their 401(k) re-
tirement accounts, lost tens of billions
of dollars. It now appears that Enron
was in terrible financial shape as early
as 2000, burdened with debt and money-
losing businesses, but manipulated its
accounting statements to hide these
problems. Now, WorldCom, the Na-
tion’s second largest long-distance
telephone company, has been charged
with fraud by the Securities and Ex-
change Commission. Reports have re-
vealed that WorldCom defrauded inves-
tors by improper accounting practices
of $3.9 billion in expenses during 2001.

We are discovering that publicly
traded companies have contributed to
bilking American investors and tax-
payers out of $4 trillion since 2000 due
to unaccountable financial filings, ac-
counting errors, misinformation, and
mismanagement of funds. Where were
our watchdogs? They were nowhere to
be found.

In order to ensure corporate account-
ability, we need to establish under the
jurisdiction of the Securities and Ex-
change Commission ways to regulate
accounting firms that audit SEC reg-
istrants. This type of structure could
be empowered to charge registrants
with annual fees to pay for the cost of
staff to carry out the suggested plan of
surveillance of auditors.

This concept would intervene be-
tween a registrant and its auditor be-
fore, during, and at the end of an audit.
It would be more effective than the
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current regulatory system in, one,
achieving an early warning of potential
financial disasters such as Enron and
WorldCom; two, requiring a change in
auditors when the SEC deems it appro-
priate; three, require pre-approval of
consulting engagements for a reg-
istrant to be conducted by its auditor;
and, four, improve the format and con-
tent of financial and auditor reports by
including information about labor rela-
tions, research and development, mar-
keting programs, and new products.

I believe that these kinds of safe-
guards would go a long way towards
helping to rectify the situation.

Again, I commend the gentleman
from New York (Mr. LAFALCE) for his
outstanding leadership, and I thank
him for the opportunity to participate
in this Special Order.

Mr. LAFALCE. Mr. Speaker, I thank
the gentleman very much.

Our next speaker will be someone
who has been a full partner with me in
the crafting of the strongest possible
legislation to deal with this problem.
He serves as the ranking Democrat on
the Subcommittee on Capital Markets,
which is the subcommittee of legisla-
tive jurisdiction over the entire field of
securities. He is the distinguished gen-
tleman from Pennsylvania (Mr. KAN-
JORSKI).

Mr. KANJORSKI. Mr. Speaker, first
of all, may I say how we are going to
miss the gentleman’s leadership after
he completes his final term in Con-
gress, because certainly he has been a
stalwart supporter of transparency, ac-
countability, and responsibility, both
in government and in private business.

Mr. Speaker, I guess I want to talk to
the President of the United States. I
had the opportunity to watch his
speech yesterday. I have watched my
colleagues struggle over these last 6
months with the disclosures that have
occurred in American business, and I
have talked to a lot of my constitu-
ents. I guess I want to set certain per-
spectives that I view this from.

First and foremost, it is one thing to
lose money in the stock market if one
is a direct buyer in the stock market,
if one is wealthy enough to be a specu-
lator or trader in the stock market.
But unfortunately, the people that
have really lost this money are pen-
sioners and 401(k) owners, millions and
millions of Americans that were per-
suaded over the last 20 or 30 years to
become part of democratic capitalism;
and they, through their pension funds
and through their 401(k)s, bought into
the idea that America is indeed a great
capitalistic Nation and had the where-
withal to participate in the growth of
that capitalism, in the creation of that
wealth; and they entrusted their mea-
ger funds, their retirement funds to
managers that primarily are located in
and around Wall Street.

To a large extent, during the flaming
years of the 1990s, it got to the point
that one had to be a fool not to invest
in the stock market. I used to run
across constituents of mine that would
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receive a settlement in a personal in-
jury case or a workman’s compensation
case and I asked them how they were
protecting the money they had that
they needed for the rest of their lives;
and an unbelievable number used to
tell me, oh, I am in the market and I
am going to constantly make money
and eventually be wealthy. Well, I
think about a lot of those people in a
lot of those coffee-house chats that I
have had with them over the last 5 or
10 years, and I cannot imagine the
tragedies their families and themselves
suffer today as they see this deteriora-
tion in the market.

The question is, Is America sliding
into a depression because we are not
productive, because we are not profit-
able? I think not. I think the gen-
tleman from Texas (Mr. BENTSEN) made
a great point. This is the most vibrant
economy in the world, in the history of
the world; and yet the market is re-
flecting a loss on a daily basis, and I
think it is an expression of a loss of
confidence. Total confidence? No. But a
sufficiently large portion of confidence
to take some of the usual available
purchasing money that is in the mar-
ket out of the market, and that loss of
money reflects the downward trend of
prices.

Has it been discriminatory? Not real-
ly. It is not the bad actors that are
paying the loan; it is business across
the board. It is our very substantial
capital system that is contracting
right before our eyes.

I heard the President say yesterday
that one of his solutions would be he is
going to double the sentences for the
scoundrels. Well, first of all, we have
not seen any convictions of any scoun-
drels, so we cannot assume any sen-
tences at this point. But I wonder why
it is so important, what kind of relief
will this give the American pensioner
or 401(k) owner if a scoundrel goes to
jail for 10 years instead of 5 years?
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Does it really matter? Does it get one
cent back for the pensioner or the per-
son who needs this money for retire-
ment, or for the senior citizen who is
indeed using this money in retirement?
I think not.

So as we look at this issue, I get lit-
tle solace as an individual or as a rep-
resentative of so many of these pen-
sioners and senior citizens than to
think we are going to fill up the jails
with these scoundrels. That is not
going to give them one dollar more for
them to have the quality of life that
they have become used to.

I think we have to look prospectively
into the future, to what this means and
what it can mean, and what is this dis-
ease or infection that is affecting the
capital markets of America.

I come to the conclusion that the
most important thing is that we sta-
bilize the capital markets of the
United States, and the most important
way of doing that is to find a way, ei-
ther by statute or regulation or by the
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industries themselves, of disclosure of
what the facts are.

So I think, first and foremost, we
have to find a short period of time and
make sure the corporations, most of
them that are traded on the exchanges,
g0 back and do proper auditing and ac-
counting, and make a full restatement
and disclosure of what they have there.

We cannot afford a daily, weekly, or
monthly bleed of major corporations
failing because of improper accounting
procedures or other internal proce-
dures, to take the respect and integrity
out of those institutions and infect and
affect the other institutions with a loss
of credibility among the investing pub-
lic.

Secondly, once we stabilize the mar-
kets, it seems to me that we have to
move forward with a program, and
hopefully this is what I address to the
President.

I would say, Mr. President, we do not
need a weak legislative response or a
weak executive response, and 2002 is
not a lot different from 1902. What we
need is a member of the President’s
own party to make a revisit to Amer-
ica. We need a Theodore Roosevelt. We
need someone who responds with look-
ing at what the problem is, recognizing
that it is systemic in some respects, it
is dangerous, it could ultimately lead
to a deep recession or, in fact, depres-
sion, and could destroy the quality of
life we have known in this country
over the last 10 years.

It is up to the leadership of the Presi-
dent, together with private industry
and the private market, to structure a
response to this problem that is suffi-
cient not to be overbearing and stran-
gle our capital market system, but suf-
ficient to send the word and the mes-
sage and the standards that the type of
activities that have been uncovered in
the last several months will not be tol-
erated in the future; they will be dis-
closed to the American public, the in-
vesting public; and that, where nec-
essary, government will set parameters
to stabilize our markets, bring us back
to relative security that truth is
known, and to reinforce a very success-
ful capital system.

I add only one respect: I agree with
Secretary O’Neill in regard to the fact
that this is not a crisis that all busi-
nessmen or executives are crooks.
There are just a small number, but
there are more than a few. This is not
a total failure of the capital markets of
America, but it is a bumpy road, and
could be serious if not patched.

This is not a time for us to wring our
hands and try and do as little as pos-
sible to prevent disturbance to our
friends or our supporters; this is a time
to rise above politics and recognize
that the very structure and position of
the United States of America is at risk.

We need the strength of a strong
Commander in Chief. We need a second
Theodore Roosevelt.

ANNOUNCEMENT BY THE SPEAKER PRO TEMPORE

The SPEAKER pro tempore (Mr.
GUTKNECHT). The Chair would advise
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all Members to direct their remarks to
the Chair.

Mr. LAFALCE. Mr. Speaker, one of
the most important subcommittees of
the Committee on Financial Services is
the Subcommittee on Financial Insti-
tutions and Consumer Credit, and the
ranking Democrat on that serves as
the chief voice for consumer protection
within the committee and the House of
Representatives. That is the gentle-
woman from California (Ms. WATERS).

Mr. Speaker, it is my pleasure to
yield to the gentlewoman from Cali-
fornia (Ms. WATERS).

Ms. WATERS. Mr. Speaker, I thank
the gentleman from New York (Mr. LA-
FALCE) for taking this time out for us
to come to this floor and talk about
one of the biggest crises confronting
this country today.

I would like to start with an observa-
tion. Yesterday, the President of the
United States of America was on Wall
Street. He was up on Wall Street, and
he was expected to give a very, very
tough speech. He had signaled the press
that he would give a very tough speech
on Wall Street on corporate responsi-
bility.

Well, the President went to Wall
Street, and it was staged very well.
The curtain that hung behind him, the
backdrop, had ‘‘corporate responsi-
bility”’ written all over it, and he had
great opening statements.

Of course, before getting into the
subject matter, he talked about ter-
rorism and how we were hunting down
the terrorists who seek to sow chaos,
and talked about his commitment.
And, of course, he got a big applause on
that, because Americans are concerned
about terrorism, and the President
knows when he speaks about terrorism,
especially in New York, where we expe-
rienced terrible devastation, that that
will soften up any crowd.

But then he went on into the speech,
and many people sat watching, I am
sure, as I did, wondering when was he
going to get tough. He mentioned in
the speech that we have learned of
some business leaders obstructing jus-
tice and misleading clients, falsifying

records, and business executives
breaching the public trust and abusing
power.

He kind of talked about that, and the
CEOs that he had learned about earn-
ing tens of millions of dollars in bo-
nuses, but he did not call any names.
He did not call any names, despite the
fact that we had just come from the
Committee on Financial Services,
where we had the top management and
ex-management of WorldCom before us.
We had very well documented that
there had been accounting tricks where
the operating expenses had been moved
over to the capital column, which made
the bottom line look bigger than it
was, and the company look healthier
than it was.

However, he did not call the name of
Enron. He did not call the name of
WorldCom. He did not mention the
names of any of those who have been
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prominent in the news. He could not
let it come out of his mouth. He could
not say anything about Arthur Ander-
sen and Tyco and Rite-Aid and Global
Crossing and Xerox.

I think people expected him to call
names and to talk about what we real-
ly have learned thus far, and to talk
about what we were going to do about
it. But as we further examine the
speech, we found that the President
talked a lot about more bureaucracy.
He is going to create a new corporate
fraud task force, headed by the deputy
attorney general, which will target
major accounting fraud and other
criminal activities in corporate fi-
nance. The task force will function as a
financial crimes SWAT team, over-
seeing the investigation of corporate
abusers and bringing them to account.

Now, I am considered a liberal, a pro-
gressive. I am the one that they point
the finger at and talk about creating
bureaucracy. They say that people who
believe as I do oftentimes do nothing
but spend government money, create
more bureaucracy, and we have to get
rid of government; too much govern-
ment.

Not only did he create more bureauc-
racy in his speech, he asked for $100
million, $100 million to give to the
SEC. Now, this is a conservative spend-
ing money. Well, of course, this Presi-
dent has shown since he has been in of-
fice that he sure knows how to spend
money. We are back into a deficit situ-
ation.

So he went to Wall Street, he talked
about spending $100 million more,
talked about creating again another
task force, but I forgot to tell the
Members, at the top of his speech he
said to the business people who were
there, do not forget, in so many words,
I have done tax reform, and I am now
making it permanent. So at the same
time that he is spending money, he is
talking about how he is going to allow
them not to be able to pay more taxes.

Mr. Speaker, I would just like to say,
we have to get tough on corporate
crime. We have to call it for what it is.
We have got to put people in jail. They
have to do some time. This business of
having all of these stock options, this
exorbitant pay, the severance pay, like
the executive of Tyco who left with
$100 million in severance pay, this busi-
ness of corporate heads being able to
borrow huge sums of money, like Mr.
Ebbers, who got $408 million, we do not
know what the terms are. We do not
know if that was collateralized. All we
know is they sit in the board rooms
and they pass the money among them-
selves while the workers lose their
jobs, the investors lose their invest-
ments, and the companies get driven in
the ground.

Enough is enough. No, Mr. President,
you were not tough enough. You were
not believable. You did not send the
real signal. You did not do anything.
As a matter of fact, Wall Street did not
pay any attention to you. There was no
rally. As a matter of fact, I think we
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lost some points on Wall Street after
you spoke. Get real, Mr. President. If
you want to get tough, the American
people are waiting.

ANNOUNCEMENT BY THE SPEAKER PRO TEMPORE

The SPEAKER pro tempore (Mr.
KIRK). The Chair will remind Members
that they will direct their remarks to
the Chair and not to the President.

Mr. LAFALCE. Mr. Speaker, I thank
the Chair for his reminder.

Mr. Speaker, I yield to the distin-
guished gentlewoman from California
(Ms. SANCHEZ).

Ms. SANCHEZ. Mr. Speaker, I thank
my ranking member, the gentleman
from New York (Mr. LAFALCE), who has
been doing such a great job, for yield-
ing to me. I am going to miss him at
the end of this year.

Mr. Speaker, I am a businesswoman,
and I am really alarmed and saddened
about what is going on, not just on
Wall Street and in American business
in particular, but how it is affecting us
in our own hometowns, the confidence
of people investing in the market.

As a former person in the financial
markets, I am just dismayed at how
this is affecting what I think is really
a great institution and something that
really marks our country apart from
others, and that is the whole idea of
American business.

I know what it feels like to start a
business, to find dollars, to grow the
business, to make it a corporation, to
hand that company over to profes-
sional management when it is time as
an entrepreneur to get out and seek for
more. I know what it feels like to see
my product on the grocery shelves
when I go shopping. I know how excited
I get when I first see my ads on na-
tional television about the product or
the service I am doing. I think that is
a great thing.

I think that is what marks America
as such a different society than any
historically or any currently. But
there are always these excesses, and
these questions and these demands,
these questions that pop up: Why
should corporations pay taxes?

I always have to sit back and think,
corporations should be happy to have
the type of system that we have in the
United States. They should be happy
that we have infrastructure; that we
have railways, freeways; that we have
ports, that we have the Internet; that
we have banking; and that we train
employees by sending them to univer-
sities, and that we pay for that with
government funds.

They should be happy that we have
information systems. If we go to do
business in another country somewhere
in the world, we do not necessarily
have that. I remember doing business
in Mexico, and every afternoon at 2 or
3 p.m. the electricity would shut off,
and we were dead for a couple of hours’
worth of business time.

We should be happy as corporations
that we have this type of infrastruc-
ture. We should understand that we
need to pay for that. We should be pay-
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ing for it. They do in other countries.
They have to put in their own road in
other countries. They have to put in
their own sewer system in other coun-
tries. Here we are doing it as a people
to keep American business going, to
keep these jobs.
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But what happens with these cor-
porations that want to do off-shore,
that would take them off Stanley
brands? We do not want to pay taxes
here, let us make it a foreign corpora-
tion, tell everybody we are still Amer-
ican made but we do not want to pay
taxes. Why do these corporations not
want to pay their fair share?

My father used to say we do not get
something for nothing. Everything in
the long run costs. I took a look these
last 3 or 4 years at this market, every
business going up, well, every business
that did not have a product, their
stock going up and up and up and ev-
erybody getting in and people telling
me at cocktail parties, ‘“You are stupid
for not having your money in there,
Sanchez.” And there 1 stayed with
these companies that had a product. I
could see it. I could feel it. I could eat
it. And I understand the pressures on
those managers. Everybody else was
getting money, everybody was getting
bonuses, their stock options were going
up, and these people making a real
product, they were not seeing these in-
creases. But to fake increases in one’s
own company in order to compensate
oneself, that is also wrong. I mean two
wrongs do not make a right. We do not
get something for nothing.

And auditors, my God, what hap-
pened? I mean I was trusting them as
an investor, that they were telling me
the numbers of what was going on in
the company. I have never believed in
all these off balance-sheet transactions
and loans and things that only had to
be footnoted and one had to do 14 dif-
ferent inquiries until they got the in-
formation on what kind of deal was
going on behind what. And, yes, things
get more complicated and financing
comes from all around the world and
people take different pieces and cor-
porations buy each other and every-
thing going on, but we need to get back
to the basics. We need good rules. That
is a part of Congress. We need good
rules. We need to set good rules. We
need real regulatory agencies, and we
need to fund them so that they are
doing the work. We need to anticipate
conflict of interest, and we need to en-
sure a way to stop that from hap-
pening, and we need to make examples
of the bad guys.

Mr. President, I call on you, make
examples of these bad guys.

Mr. LAFALCE. Mr. Speaker, I yield
to the gentleman from California (Mr.
SHERMAN).

Mr. SHERMAN. Mr. Speaker, first let
me say what an honor it has been
under the gentleman from New York’s
(Mr. LAFALCE) leadership over the last
4 years on the Democratic side of the
Committee on Financial Services.
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Second, let me express some dis-
appointment in the President’s speech
yesterday. In his preview of his speech
that was picked up by AP and other
news stories, he said that he was plan-
ning to create a ban on huge loans to
corporate executives; but when he ac-
tually delivered the speech, he simply
called upon the corporations not to
make such loans, which is like calling
on a pack of wolves to become vegetar-
ians.

It was indeed a disappointing speech,
but what was more disappointing was
the President’s belief based on his own
experience at Harken that the SEC is
engaged typically in reviewing the ma-
terials filed with them and then, when
they need to be restated, demanding
that restatement. The fact is that the
Chair of the SEC has refused to provide
our committee with even a cost esti-
mate of what it would take to engage
in the very kinds of activities only as
to the top thousand corporations in
America that the President states in
his press conference that he believes
that the SEC is already engaged in.

In answering questions about Hark-
en, the President said he thought the
SEC was engaged in these activities.
The fact is the SEC did not read
Enron’s financial statement for 4 years
in a row. So we need an SEC that rises
to the President’s image of what they
do, and in order to do that we might
need a chairman who actually wants to
achieve that objective.

Mr. LAFALCE. Mr. Speaker, I yield
to the gentleman from New York (Mr.
ISRAEL).

Mr. ISRAEL. Mr. Speaker, I thank
the gentleman, and certainly his lead-
ership will be missed.

Mr. Speaker, I represent a middle-
class, middle-income district on Long
Island, New York. The people I rep-
resent play by the rules. They pay
their taxes. They pay their dues. They
raise their kids with the values of hard
work and fairness. They know the
value of real punishment for real
crimes. And they know there is no dif-
ference between stealing with a gun
and stealing with an accountant’s pen-
cil.

The worst crime that was committed
in this crisis was the theft of time. The
worst crime is that people’s retire-
ments were stolen away from them be-
cause the value of their 401(k)s, their
pensions, their retirements will plum-
met as a result of this scandal, adding
more time of hard work and paying
taxes. This was the theft of time and
that cannot be forgiven. People’s re-
tirements have been stolen. And where
is the punishment? Ken Lay and his
cronies continue to walk freely. There
have been no personal bankruptcies for
senior management. There have been
no jail sentences, no disgourgements.
There has been no accountability, but
plenty of American corporations even
today will continue to register them-
selves in Bermuda to escape paying
their fair share of American taxes to
support our troops in Afghanistan.
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The American people will be looking
at this House of Representatives want-
ing an assurance that we will return
this country and its businesses to fair
play and playing by the rules.

Mr. LAFALCE. Mr. Speaker, I thank
the gentleman.

We have lost 5 to $7 trillion. Now a
significant portion of that, not all of
that, is because of corporate mis-
management, earnings manipulation
by officers, by directors, by the audi-
tors, by the research analysts having
conflicts of interest, by inadequate reg-
ulation from the self-regulatory orga-
nizations, by inadequate regulation
from the SEC.

We need to correct the problem. We
need strong legislation to correct the
problem. We do not need a powder puff
effort. We do not need a cosmetic ap-
proach. And I urge everyone in this
House to get behind strong meaningful
legislation such as the bill that I have
introduced that has been endorsed by
SO many consumer groups across Amer-
ica.

——————

OVERPRICED PRESCRIPTION
DRUGS

The SPEAKER pro tempore (Mr.
KIRK). Under the Speaker’s announced
policy of January 3, 2001, the gen-
tleman from Minnesota (Mr. GUT-
KNECHT) is recognized for 60 minutes as
the designee of the majority leader.

Mr. GUTKNECHT. Mr. Speaker, let
me say first before I begin on the issue
that I really want to talk about to-
night, I listened to much of my col-
leagues’ Special Order for the last
hour. And I have to say on behalf of
most Republicans, and I think most
Americans, we agree with what they
have said.

The truth of the matter is when there
have been frauds, and we have seen
fraud committed against shareholders
and against corporations, those people
need to go to jail. And I think we are
all in agreement on that. Frankly, I
think just for the theater of it I would
like to see some of these corporate ex-
ecutives that have been charged with
crimes and will be charged with crimes,
I would like to see them arrested and
taken away in chains. I would like to
see handcuffs on them. I think I speak
for the overwhelming majority of peo-
ple in this Congress.

I will say this: the one thing we have
to be careful of is that we do not try to
turn this into a partisan thing. I do not
think this is a partisan issue. I think
all of us can stand and talk about our
moral outrage for some of the things
that have gone on in corporate Amer-
ica, and the time has clearly come to
clean them up.

I rise, though, tonight to talk about
another crisis that all of us know
about; and, frankly, we in Congress
have done too little to really resolve,
and that is the whole issue of about
how much Americans pay for prescrip-
tion drugs. It is a crisis particularly for
those seniors, but not just seniors but
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for all Americans who do not currently
have some kind of drug coverage in
terms of insurance. And as we speak
tonight, there are literally hundreds, if
not thousands, perhaps even millions,
of Americans who are having to make
very, very difficult decisions about
whether or not they can afford the
drugs that the doctors say they need to
regain their health. And I brought with
me, and these charts are becoming all
together too familiar to many of my
colleagues, but I think they need to be
restated because we have learned the
more you learn about this issue, the
more we can come together with some
kind of a solution.

But I want to point out this chart be-
cause as I was going through my closet
here about half an hour ago, I found
this chart from last year. This is dated
2001. And I wanted to bring this with
me to show you a couple of examples,
and what we have here is a chart that
demonstrates the price that Americans
pay, the average U.S. price versus the
average European price.

The source of this, these are not my
numbers. This is from the Life Exten-
sion Network. It is an independent
foundation that has been studying this
issue for more than 10 years. They con-
tinue to come to the same conclusion
and that is that for prescription name-
brand drugs Americans pay more than
anybody else in the world for the same
drugs. There are a lot of reasons for
that, and we will talk about that dur-
ing this Special Order. But what is in-
teresting to me is to see how prices
have changed just since last year.

Now, this chart is about a year and a
half old. And what you see, for exam-
ple, let us take a couple of these drugs,
Claritin, a very commonly prescribed
drug, a lot of people are taking it now
for allergies. It is about to go off of
patent so you will see the price come
down dramatically in the United
States in all probability, although I
will tell you the pharmaceutical com-
pany that makes it is trying to replace
that with a drug called Clarinex. Now
according to at least one report,
Clarinex is a better drug than Claritin.
It is 2 percent better. That is not a
huge improvement for the difference in
price. But the thing that bothers me is
that the average price for Claritin in
the United States was about $63.06 for a
30-day supply. That same drug sold on
average in Europe for $16.05.

Another commonly prescribed drug is
one we have talked about here on the
House floor because my 84-year-old fa-
ther takes this drug every day. In fact,
many senior take it. It is called
Cumadin. It is a blood thinner. It is a
very good drug. It is more effective
than asprin, and if you have had a
stroke or if you have had a heart at-
tack, if you have got a problem with
blood clotting and platelets and so
forth, it is a very effective drug.

Let me say from the outset, I am not
here tonight to beat up on the pharma-
ceutical industry. I am not here to say
shame on the pharmaceutical industry.
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They are only doing what any free en-
terprise company would do in terms of
exploiting a market opportunity that
we have given them. No, I am not here
to say shame on them. I am here to say
shame on us because we have created
this situation and we need to change it.

Let us talk about Cumadin. Last
year the average price, a year and a
half ago in the United States was about
$37.74. The average price in Europe was
$8.22. Now, that price has changed.

I will pull up the next chart, which is
this year’s prices; but as we go down
the list, we have seen the big dif-
ferences. When you get into some of
the very expensive drugs, Zithromax
500, United States price for a 30-day
supply, $486. The same drug in Europe
made in the same plant under the same
FDA approval sells for $176. Huge dif-
ferences.

There are some where the differences
are less. You look at, for example,
Lipitor. The average price for Lipitor
in the United States, $562.86. In Europe,
$41.25. Again, these prices are about a
year and a half old.

Let me show some of the current
prices because some of these drugs
have changed dramatically in just a
year and a half. I mentioned last year
that Cumadin in the United States the
average price was $37.74. In just a year
and a half that price has gone to $64.88.
Now, that makes me angry to see that
huge difference because nothing has
changed. It is exactly the same drug,
put in exactly the same capsules, under
the same FDA approval and the same
FDA plants.

The interesting thing, too, is as far
as I know there have been no major
lawsuits so they have not had this tidal
wave of litigation that we sometimes
hear about. So the price has almost
doubled in just about a year and a half.

Now, it makes me feel just a little
better that the price in Europe has
doubled as well. The price has gone up
uniformly, but the price is Europe
today is a little over $15. The price in
the United States is $64.
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One that has really gone up as well is
glucophage. Glucophage is a marvelous
drug. If a person suffers from diabetes,
glucophage has changed their lifestyle.
It is a fabulous drug, and the manufac-
turers deserve credit for what they
have done for all of the millions of peo-
ple, not only here in the United States,
but around the world, who suffer from
diabetes.

The price has gone up now to an av-
erage of $124.65 for a 30-day supply in
the United States. The average price in
Europe, $22, $22. Some people will say,
well, how can that be, how can it be
that the prices are so much different?
Let me just, first of all, say that many
other countries do have various forms
of price controls. We have price con-
trols on hospitals and doctors and med-
ical providers under Medicare as well.
We determine how much they can
charge, and essentially with some of
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